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PERU: KEY ECONOMIC INDICATORS 


(Money values in millions of dollars except where noted) 
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GDP at constant 1970 Prices 

GDP at current prices 

Per capita GDP at constant 1970 
prices 

Per capita GDP at current prices 

Industrial Production index 


(1973 = 100) (2) 
MONEY AND PRICES 


Exchange Rate (3) (Official Buying 249. 340.84 
Rate) 
Money Supply (M! at year's end) 
(soles billion; nominal) 
Commercial Bank Interest Rate 
(year-end) 
Central Bank Discount Rate 
(on commercial loans at year's end) 31. 
Consumer Price Index (1979=100) (4) 122. 


BALANCE OF PAYMENTS 
Net international reserve 

position (at year's end) 554 
Total external debt (year's end)(5) 9,127 
Public external debt service 840 
Basic balance (of payments) 1,405 
Balance of Trade 1,540 


Total Exports FOB 3,491 
US Share (%) 33.8 
Total Imports FOB 15953 
US Share (%) 36.9 


(1) Preliminary figures. 

2) Includes January-December for each year. 

(3) As of December 31 each year; rate as of May 4, 1982: 614.26 

(4) For metropolitan Lima only; measured at year's end. 

(5) Includes long-and short-term debt of both public and private sectors. 


(6) For January - September only. 





SUMMARY 


Peru returned to democratic rule in 1980 after 12 years under mil- 
An 
L 


itary wprhnapeciintegs Me ist before world markets for its traditional 
mineral export shrank. The aggressively liberal economic policy 
detaunle administration has since been hampered by the con- 
ts of high inflation and declining governmental revenues 
to fund the ambitious development programs promised in the 
: bd cicmigney The Belaunde administration, saddled with 
of Peru's statist past, now is trying to cope with 
hort-term outlook. Peruvian economic recovery can 
the United States (its primary export market) 
untries. The government has described 1982 
crisis" and temporary austerity. Peru therefore 
the attention of an international community interested in 


how well this country's democracy and free-market econom- 
survive in a worldwide recession. 


years after returning to civilian rule, Peru continues the 
rebuilding a market economy and dismantling the initi- 
structures regi ares 12 vears of statist 

To accomplish during a world Senne ee 

mand and there > the price of its tradition 

cactive and agricultural s fall--is nearly mace eenbeds 
export receipts have created massive deficits in its 

and a serious decrease in its foreign reserves. 

sector deficits have followed as tax receipts from 
and the government continued to subsidize ineffi- 

f enterprises and food prices (both remnants of 

the military's nationalist/populist policy). Inflation has ex- 
ceeded 60 percent in each of the last 4 years; in 1981, it reached 


1 


percent, although it returned to 60 percent leveis in the past 


this environment, the Belaunde government has remained fiscally 
nservative, almost monetarist, in its selection of policies. 
ecifics of the economic program for 1982 don't vary much from 
The government remains committed to the openin« 
the economy, including loweri of trade and foreign investment 
barriers, 1 seeks to reprivatize the economy by diminishing var- 
ious ween sontrols, selling off marginal parastatal enterprises 
and encouraging t growth private investment. The manne 
sector is ng made more competitive by forcing real interes 
rates on Beith deposits and loans and through the lowering of 
ginal reserve requirements. The government continues to cut the 
inherited food subsidy program established by its predecessor--a 


mek 





sensitive and economically desirable. 
will continue to depend on public and 
ncing--which Peru has been easily able to attract 
may become somewhat less viable, given both 
constraints. 


recently received an endorsement for its 
modifications) from the International Monetary 
1 its intention to snd facilities 
conditions 
on foreign 


jeen l 


economic 


monthly 


sh 
oettered 
Overall growth 
the fishing 
1980) and the minerals/petroleum 


Both these sectors suffered from dips 


or their products, while the fishmeal industry 


suffer from earlier over-fishing. Manufactur- 

3 percent) depended completely upon the growth of domes- 
consumption (up 6 percent) to counteract a decline in exports, 
partly to cuts in subsidies and partly to the world recession. 
services sector prospered in 1981 (up 4.6 percent) as domes- 
nonproductive services boomed under policies oriented away 

from the statist past. The increase in agricultural production 

for 1981 (up 12.7 percent--the biggest in over 10 years) returned 
production to levels experienced in the late 1960's, a sign of 

how badly this sector has fared recently from drought, mismanage- 
ment and a lack of adequate price incentives. The GDP contributicn 
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of the central government increased in 1982 by 2.3 percent--some- 
what redressing low salary levels over the decade. 


Even though 1982 has been called a "crisis" year by the govern- 
ment of Peru, GDP growth of about 4 percent is still predicted. 
First quarter results, however, are not encouraging. Manufactur- 
ing grew at an annual rate of 0.9 percent, largely because orders 
for industrial goods--an indicator of future activities--were down. 
Agriculture was again beset by drought in the north, the fourth 
year out of five that production has been limited by insufficient 
water supplies. 


GDP PERFORMANCE 


(Indexed to 1979 = 100) 


(Percent of Total 
1981 Value) 
Agriculture 1 
Fishing 
Minerals/Petroleum 
Manufacturing 
Construction 
Government 
Others (e.g., trade) 


TOTAL GDP 


AGRICULTURE 


Peru's 3-year drought ended in 1981 with the return of normal rain 
fall in most regions through early 1982. However, another severe 
shortage developed in early 1982, affecting the principal rice and 
Sugarcane areas in the north. Official estimates place 1981 agri- 
cultural output at 12.7 percent above 1980. Estimated output for 
1982 is expected to be up only 5 percent, due to water shortages. 


Good supplies of water and an expanded area planted in 1981 has 
resulted in a significant increase in sugar output in 1982, up 

32 percent from a record low of 492,642 tons in 1981 to 650,000 
tons in 1982. The effect of the current drought will be seen next 
year. The production of milled rice in 1982, estimated at 369,000 
tons, may be down 25 percent from the record high of 480,000 in 
1981. The area planted in cotton declined as farmers shifted to 





10! 


ct 


cl 


347 


UU 





MANUFACTURING 


Manufacturing output comprised one-quarter of GDP in 1981, employ- 
ing some 13 percent of the working population. Growth in the sec- 
tor was only 1.9 percent for the year, down from 6 percent for 
1980 and 4 ent for 1979; in 1977 and 1978 manufacturing experi- 
enced real decreases of 6.5 percent and 2.1 percent, respective 
The sector may be easily disaggregated to basic processing of pri- 
ials (minerals, petroleum, and agricultural goods) for 
production for domestic consumption. Export production 
in 1981 was down 3 percent; the rest of the sector grew 3.6 per- 
cent. Categories of production which experienced exceptional 
growth included: transport production (up 20 percent), due pri- 
marily to increases in domestic automotive output; textiles (up 
9.5 percent), although quarterly production decreased ee the 
ar due to falling international demand, increased EEC trade 
estrictions, and decreased GOP export subsidies; chemicals (up 
which in turn benefitted from changes in foreign- 


DeLCen: 


) 
tariff structures; and machinery and electrical goods (u 
ent). Food process no remained the same in 1981, only 


2us he fourth quarter had impressive increases that counter- 
lanced the year's earlier decreases. 
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government of Peru has recently taken various measures to 
ster that has hit the refining of primary goods 
ying belatedly to improve its present and future 
‘the measures include special credit mechanisms to 
ailing textile sector for replacement of capital goods, longer 
export-credit terms, special financing for smaller mining enter- 
prises, and a reprieve for the Export Promotion Entity (FOPEX) and 
other State export activities scheduled for phase-down. 


1982, the aoe ee ees sector faces bleak times. World demand 

c minerals remains low. Certain military-regime protections for 
domestic industry amet to be dismantled. Loans are increas- 
expensive due to banking policy changes Additional import 

which might be imposed this year ‘@iil affect primar- 

goods, which the manufacturing sector needs to become 

short, the 1981 shakeout in the manufactur- 

to continue through 1982, with full-tilt ex- 


: 


the recovery of the world economy. 
MINING 


Mineral production volume fell 4.4 percent in 1981, given both 
labor disruptions and a sustained hea! accion of international min- 
erals prices. Fourth-quarter overall production increased at an 
annual rate of 9.6 percent, allowing the industry some improvement 





after extended strikes in the third quarter. Production shortfalls 
due to strikes during 1981 were officially said to be some 50,000 
metric tons of copper, 15,000 tons of lead, 25,000 tons of zinc, 

and 40,000 tons of silver--representing an overall production loss 
of about 8 percent over 1980. About 5.7 million work-hours were 
lost in the mining sector in 1981, more than double that of 1980. 
Even at this lowered rate, minerals production still constituted 
about 43 percent of Peru's total export earnings. In January 1982, 
the government responded to the financial distress felt by the min- 
erals industry by creating a fund eventually capitalized in two 
tranches at $90 million to aid the small and medium operators. The 
Government of Peru has begun a process to eliminate taxes on exports 
by June 1983; it is also developing new legislation better adapted 
to both the government's private-sector emphasis and the new market 
circumstances. The GOP estimates 1982 production increasing 14 per- 
cent for copper, 15 percent for 7 percent for zinc, 5.5 per- 
cent for iron ore, and 4.3 percent gm Silver. Realizing that the 
try faces heavy weather in 1982, most company analysts 


return to 1980 salina levels. Prices in 1982 will con- 


depend upon completely external factors, primarily the 
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the U.S. economy (the preponderant market for these min- 
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Lead 
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Zinc 

Iron Ore 


Source: Central Reserve Bank 


PETROLEUM 

Petroleum production in 1981 fell 1.3 percent from 71.4 million 
(bbls) in 1980 (195,500 barrels per day (bpd) to 70.5 million bbls 
(193,090 bpd). Part of this decrease was attributable to break- 
downs in the transportation of the crude, such as pump failures 

in the first quarter along the northern pee. Crude aoe 

(as measured by volume shipped during the years) decreased by 15.2 
percent in 1981, from 17.7 million bbbls in 1980 to 15 na? ion bbls. 





Exports receipts for crude and its byproducts (when measured by the 
actual movement of payments during the year) declined 12.5 percent 
from $791 million in 1980 to $692 million in 1981. Petroleum earn- 
ings in 1981 were calculated by the Central Reserve Bank to be 21.5 
percent of total export earnings, well ahead of earnings from copper 
$259 mailigon; 16.4 percent of total). 


New investments in 1981 ($396 million by foreign contractors and 
$102.6 million by Petroperu) gives a more encouraging outlook for 
1982, when production is expected to increase by 11 percent to a 
total daily production of about 214,500 bpd. Proven crude reserves 
increased from 840 million in 1981 to approximately 850 million 
bbls, as of May 1982. Aggressive exploration being carried out by 
both foreign contractors and Petroperu is expected to increase 
known reserves and thereby strengthen as well as prolong Peru's 
position as an oil exporter. 


Reviewing this new exploration, Superior Oil continues drilling its 
first exploratory well in block 2, while Royal Dutch Shell's exten- 
ive seismic program is moving along. Belco was awarded the first 
Operations contract in 1982 for a third area offshore, west of its 
two Original offshore blocks. The Hamilton-Petroinca contract for 
block 7 was signed on April 30, while the Union Texas contract for 
block 6 is still in the process of obtaining required clearances 
from various government agencies. Negotiations between Petroperu 
and Elf Acquitaine of France for two blocks on the continental shelf 
also continue. 


EMPLOYMENT AND WAGES 


Declining real wages and rising domestic prices--reflecting the 
government's adherence to its minidevaluation and subsidy. elimina- 
tion policies--have combined to undermine GOP efforts to defuse 
social tensions and reduce strikes through systematic cost-of- 
living adjustments. Wage increases and the rise in the cost of 
living were the basic elements of more than half of the work stop- 
pages in 1981, causing a loss of some 10.7 million manhours (57.5 
percent of the total). The social contract sought under the Tri- 
partite Commission--now succeeded by the National Labor Council 
(CNT)--is based upon no further loss of real earning power by 
workers, a goal that may prove to be unattainable in the short 
cern. 


The overall Peruvian work force increased by some 280,000 jobs in 
1981, spurred primarily by gains in the agricultural sector which 
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INVESTMENT AND CONSUMPTION 
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the period was caused by a 45.8 percent decline in 
ternational reserves, which removed domestic currency 
Net domestic credit for the system increased by 
the same period Banking system credit to the 

] over 1981, while credit to 


2 percent of GDP, the 
inanced through domestic credit. The in- 


deficit/GDP ratio of 1980 (5.7 percent) was attrib- 
to shortfalls in revenues associated with the de- 
expenditures and deficits run 
Function of GDP from 
terms. These 
for 1982 pub- 
target that 
of public sec- 
suggest that 
Further in 
includes 


this diffi- 
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Bank, 





EXCHANGE RATES 


Peru has followed a consistent policy of minidevaluations since the 
major devaluation of 1977. The government, however, does not pre- 
dict the rate of its minidevaluations given their inability to fore- 
cast simultaneously the inflation rates of both the United States 
and Peru. The rate therefore varies monthly following the general 
changes of the domestic inflation rate. The official rate for the 
sol depreciated in 1981 by some 45 percent, ending the year at 498 
soles per U.S. dollar. For 1982, the target set as part of the IMF 
negotiations was an average of 628. However, Central Bank officials 
in early May projected a yearly average closer to 650, which would 
result in an exchange rate of about 800 soles per dollar at the end 
o£ 1982. 


BALANCE OF PAYMENTS 
Peru's balance-of-payments position deteriorated throughout 1981, 
in sharp contrast to the surpluses enjoyed in 1979 and 1980. The 
basic reasons were the extreme drops in export prices and earnings 
experienced during the year and the early repayment of large but 
costly credit. The current account deficit for 1981 was $1.618 
billion, a third of which occurred in the final quarter of the 
year, when imports leaped in anticipation of an import surcharge 
(a temporary surcharge of 15 percent was enacted effective Janu- 
ary 1, 1982). The balance-of-payments deficit equalled $716 mil- 
lion. International reserves fell 46 percent to $692 million at 
year's end, and as of April 15, 1982, were estimated at $475 mil- 
lion by the Central Bank (equal to about 7 weeks of imports). 


These developments were particularly unfortunate for Peru's new 
democratic government, especially after 2 boom years when Peru's 
exports were in high demand and imports were still artificially 
limited by substantial trade barriers erected by the military re- 
gime. The decline in export prices virtually coincided with the 
government's move away from trade barriers to implement its free 
trade philosophy. Export earnings dropped 21 percent to $3.218 
million, while imports rose 26 percent to $3.850 million. Drops 
in tax revenues from exports and their related production cut 
central government revenues, increasing domestic and international 
borrowing requirements. 


The government's balance-of-payments projections for 1982 have been 
revised with an eye toward the IMF condition of no more than a 
further decline of $100 million of foreign reserves, net of all 
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However, the growth in the 1980-81 period was only 
a slight decline in imports of about 1 percent is 
when imports are projected to reach $3.82 billion. 
for this change in the trend line are modest 
‘tive cutbacks in government programs, and a 
iff surcharge effective last January l. 


1979 to 41 
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tariff level to 
programmed for July, it seems unlikely that this 
occu! In fac import requirements could be fur- 


think that the recently 
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reduce import demand suffi- 


81 there was a considerable expansion of 
imports of intermediate and capital goods, particularly for the 
construction and manufacturing sectors, and imports of this type 
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are expected to continue to play the leading role in 1982. The 
government will continue high-priority development programs with 
particular emphasis on construction of low-cost housing, roads, 
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and power generation and distribution facilities. Government 
efforts to increase nontraditional exports and to promote the 
development of agriculture and industrial decentralization will 
contribute to demand for intermediate and capital goods. Thus, 
the market for construction equipment and supplies, and power gen- 
eration and distribution equipment will remain strong. [In addition, 
government programs to stimulate small business and to develop 
agriculture and forestry will lead to increased opportunities in 
agro-industrial and sawmill/woodworking equipment. The food pro- 
cessing and packaging industries will be stimulated by government 
efforts to promote nontraditional exports as well as by private 
expansion plans. 


ENTERING THE PERUVIAN MARKET: Many U.S. firms who could do well 
in the Peruvian market are still not represented in the country. 
The market for many products is still new and buying patterns are 
not well established. The key to successful selling in Peru, é 

in many other countries, is a good local representative or dis- 
tributor. Because imports were restricted for many years, the 
Peruvian network of agents and distributors is somewhat under- 
developed at the present time and many companies are undercapital- 
ized; however, there are many Peruvian firms interested in repre- 
senting U.S. companies. The U.S. Department of Commerce offers a 
series of programs--such as the Agent/Distributor Service and the 
Export Mailing List--to assist U.S. exporters in this area. 


MAJOR PROJECTS: Given the poor performance of minerals prices, 
major new construction opportunities in the mining sector are not 
expected during 1982. aiser Engineers won the management con- 
tract for the Cerro Verde II copper project and work will begin 
this year, going through 1984. Partial financing for the Bayovar 
phosphate project has been identified, but additional financing of 
about $550 million remains to be developed. 


Petroperu's reworking of 78 old wells and drilling of 159 new wells 
in the Laguna and Zapotal fields near Talara is expected to cost 
about $248 million. A project management contractor is expected 
to be appointed this year. Numerous other petroleum projects are 
also under way, and additional exploration contracts are pending. 
The government has just won approval of a $2.8 billion, 5-year 
hydropower program, with the Sheque 600-MW project as the first 
component. A construction manager will be selected for Sheque 
later this year, and work is expected to start in 1983. Other 
power sector projects include the ElectroLima Power VI and the 
126-MW Yuncan hydroelectric plant. 











You might be, if you don’t have current, up-to-date in- 

ARE formation on the countries to which you are marketing. 
Overseas Business Reports and Foreign Economic 

YOU Trends and their Implications for the United States 
offer country-by-country reports with the information 


EXPORTING you need to succeed in overseas business. 
Overseas Business Reports (oBr’s)—40 
BLINDFOLDED? a year—bring you detailed information on overseas 


trade and investment conditions and opportunities. 
They'll bring you the latest marketing information on 
countries offering good potential as sales outlets for 


U.S. goods. You'll find information on: 


@ trade patterns @ transportation 

@ industry trends @ trade regulations 

@ distribution channels @ market prospects for 

@ natural resources selected U.S. products 

@ population @ finances and the 
economy 


The OBR World Trade Outlook Series gives you a 
twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 


Implications for the United States 
focus closely on current economic developments and 
trends in 130 countries. This series is essential for 
analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 


e is prepared on the scene by US. Foreign Service 
and Foreign Commercial Service experts 

@ pinpoints the economic and financial conditions of 
the country, and how they could affect U.S. 
overseas business 

@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 


U.S. Department of Commerce e International Trade Administration 
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